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‘The Tennessee Valley Authority was created by an Act. of Congress May. 18, 1933. 
The purposes for which the Tennessee Valley Authority was created in which we 
are particularly interested are best. a tueteeanen by direct anotaiaten from — 
Section 9a and Section ll: i 29 owed ay 


Sect Lon, ot 


“The pony is. itheabert directed in the te en of any ios ae glare te ite in its 
possession and control to regulate the stream flow primarily for: the purposes 
of promoting navigation and controlling floods. So far as may be, consistent 
with such purposes, the board is authorized to provide and. operate facilities 

- for the generation: of electric energy at any ‘such dam for the use of the 

' Corporation:and for the use of the United States or any agency thereof ; and 
the board is further authorized, whenever an opportunity is: afforded, to pro- 
vide ‘and operate facilities for the generation of electric. energy in order 
to avoid the waste of water power, to transmit and market such power as in 
this act provided, and thereby, so far as may be practicable, to assist in 
haseteensnon eo ded or Di in the pb aubesioneima of the nabs of the Author- 


Section uu reads" in 1 part megs follows: 


gt ae hereDy doutadads whet te the policy of bie, eeoanadate ‘gO ‘far as  aaeotical 
- to distribute and sell the surplus power generated at Muscle Shoals equitab- 
‘ ly among the states, counties, and municipalities within transmission dis- 
tance. This policy is: further declared to be that the projects. herein pro- 
vided. for shall be considered primarily as for the benefit of the people of 
the section as a whole and particularly the domestic and. rural consumers to 
whom the power’ can economically be made available, and accordingly that sale 
to and use by industry shall be.a,-secondary purpose, to be utilized princi- 
“pally to secure a sufficiently high load factor and revenue returns which 
will permit domestic and rural use at the lowest possible rates and in such 
; manner as to, mano sine! mimes Sen: domestic and rural use of. electricity. HREM 


one of’ the very. exnitont one ons with which TVA: was saad remot was. ‘to find a 
market for the power which it would generate. The entire Tennessee Valley 
area, except for rural areas, was served by various privately owned utility 
companies. Under Section 12a of the TVA Act, TVA was required to give prefer- 
ence to public bodies. and non-profit organizations, The Authority fostered 
the organization of various ¢ooperatives and was building distribution lines 
in rural areas throughout the TVA area before the REA was created. 
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TVA set up a schedule of wholesale rates together with a schedule of retail 
rates and made it obligatory that any purchaser of power for resale must con- 
form to the TVA established retail rate for residential use, quoted later. 

The retail rate, therefore, was a uniform rate applicable to municipalities or 
ei pe take} ti any place.in the nie area. 


At present we HUVS four prance located wholly in Kentucky; one operating par- — 
tially in Kentucky; projects operating all over Tennessee except the extreme 
eastern part; the northern parts of Georgia, Mississippi and Alabama, At pres- 
ent we have fifty projects in the TVA area which we have wholly financed or 
financed partly with TVA, these amounts being given later. 


“ When REA was created, various power companies in the TVA area were building 
spite lines in an endeavor to prevent the organization of cooperatives in the 
area which mignt distribute TVA power at TVA rates. In the earlier stages, 

TVA was in a position to make loans to cooperatives for the construction of 
lines or. acquisition of existing lines, Several cooperatives were set up by 
TVA, When REA was created for the purpose of making similar loans, it was felt 
by TVA, due primarily to their’ lack of funds, that REA should furnish the 
necessary financing. Upon several occasions we have endeavored to work out 
some plan whereby REA could take over TVA's monetary interest in those projects 
which are jointly financed. Due, however, to legal complications, we were un- 
able to follow this plan. 


As time went on, more and more of this spite line work was encountered by TVA, 
and in the latter part of 1935, and in 1936 and 1937, allotments were made by 
REA to cooperatives which had been organized under TVA auspices and partially 
financed by TVA. Many-of these allotments were rushed through upon request of 
TVA based on spite line activity and need for immediate allotment in order to 
prevent the loss to power companies of the areas proposed to be served by our 
borrowers. "All -of the construction in connection with allotments made by us 
was done by TVA with their’ own crews. Unfortunately TVA did not supply us with 
‘necessary maps, number of: consumers, estimated revenue, ‘etc., and, as a re- 

sult at the beginning of 1938; we found ourselves with some $2, 200,000 loaned 
to’ various cooperatives in whack" TVA had a financial interest amounting to ap- 
’ proximately $750, 000. ‘In addition, we found that conflicting instructions and 
information was being given to thosd projects by different people in REA who 
had occasion to visit them. It-was thereforé decided by the Administrator 
that, in order to thoroughly protect our loans to these and other cooperatives 
bain organized in the area, better results could be obtained if responsibil- 
ity for the handling of all REA-work in the TVA area was placed in the hands of 
one man. As a result of: this” decision, the Administrator wrote TVA the follow- 
ing letter: 
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"arch 8, 1938 


Mr, David E, Lilienthal Ste a ee nee kh 
Director, Tennessee Valley Authority | 
Knoxville, Tennessee Babs oT Sean: 1 Bar 
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“Dear Mr. Lilienthal: . For s mé time'I have been considering the: possibility 
of designating one man in. our.orgariization to handle all phases of ‘our. work 
in your area. I feel-that too many. people at this end have been .corres-. 
ponding with your Authority ana with the: various projects in your: area. I 
have also felt that it would: be much better. if. you would designate. one man 

_in your organization through: whom all correspondence and natters.dealing - 

“with"those projects where you have been doing the construction and those roj- 
ects where you are to furnish power would DO Pendled. 4. ae es 
"I have designated Mr. W. E.. Herring as our representative who will handle 
all matters dealing with such projects. If the suggestion.appeals.to you, 

I shéuld be glad if you would give me the name of the man in your organiza- 
tion who will handle.such matters. Since Mr. Herring expects to leave here 
Sunday night, March 13, for Chattanooga, perhaps a reply by wire would’ be 


> 


’ 


indicated. ” - 


« thes 


"John M. Carmody, Administrator," 
A telegram was received in reply dated March 10, as follows: | 


eIOUS £ ‘ ° . +" " Knoxville; Pénnessee, March 10, 1938. 
"John M. Carmody — ; : oS Pag rrcotligs See Bisse Ae 
Administrator, Rural Electrification Administration 

Washington, D. C, ae ey 

Until further notice suggest your representative handle Rural Electrifica- 
tion Administration matters with A. H. Sullivan, Chattanooga. 


agi aol General Mariager" perth cheatsesg i. oe: 


Tennessee Valley Authority. . 


General Order #80 was-then issuéd on March 4,..1938, by the Administrator, as 

follows: 2 Sege feet Y at any ; 
"I have asked Mr, Hérring to coordinate 4ll the REA. work on projects where 
TVA is doing construction or furnishing power, _In this capacity his re- 
sponsibilities will cut across those of the several Divisions that hereto- 
fore have been ‘thandling this’ work directly. All contacts with the Tennessee 
Valley Authority itself or with any of the projects: described above ‘will be: 
made through Mr. Hérring. Incoming and outgoing mail should be handled as 
he directs. fag Sas RINE vee a a 

rif eva John M. Carmody, Administrator" 
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This order was later supplemented on July 14, 1941, by General Order #160, as 
follows: . . me seepage. ben ‘ 
"It is essential. to the REA program that the highest degree of effective co- 
ordination exist -betwéeri our activities.and those of the. Tennessee Valley 
Authority. It 1s important that responsibility for such matters’ within | 
REA be more, definitely centralized and that General Order #00 “be extended 
by more explicit provisions, To this end-and effective immediately I here- 
‘by designate Mr. W. E. Herring to have direct and ‘entire supervision ie: 
all REA activities within the service area of the Tennessee Valley Authority, 
* reporting direstly to me, | , wv 
"Mr. Herring, in the: cotiduct of his duties under this order, may call upon 
or utilize the services of such REA employees as he may deem advisable. 
All contacts or meetings with representatives of the Tennessee Valley 
Authority, REA borrowers, prospective borrowers, public officials, or any 
other persons concerning any REA activities in the TVA service area, shall 
be conducted by him or under his instructions. All incoming mail relating 
to REA activities in the TVA service area shall be forwarded first to him 


i ' 


for’ appropriate disposition. 


"Mre Herring shall have authority from time to time to prescribe procedures. 
to effectuate the intent of and to implement this General Order. All pre-: 
vious orders or portions thereof, inconsistent with this order, are hereby 
changed to conform with this order. bs 


Harry Slattery — 
Administrator" 


Under the TVA contracts for power, entered into with each one of the coopera~- 
tives, there are certain requirements contained which do not appear in any .- 
power contract with a power company in other parts of the countrye The read- 
ing of this contract indicates that certain requirements are made by TVA as. 
to accounting procedure and the preparation of financial report se. 


In 1938 a rather complicated forti of monthly operating report Was used. Thiis 
form is very complete and gives the complete status of the ‘projéeot every month. 
Since TVA had been handling this accounting procedure, ‘we discussed with them ~~ ' 
the possibility of their continuing this ‘same form of ‘report’ intil we had an ‘* 
opportunity to study it.thoroughly and make suggested changes. After much 
discussion, : the present operating report was put into effect July 1, 1940. 


TVA has five Division Managers in the area--each Division Manager having a com- 
plete staff including a superintendent, several traveling auditors, an engi- 
neer, new business representatives, and other personnel. TVA's traveling 
auditors contacted the projects frequently, checked their accounts, consulted 
with the bookkeepers, and exercised general supervision over the accounting 
procedure. As of July 1, 1940, this précedure was changed, and REA was to have 
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approximately four auditors in ia ares, wae: wii — in weiantite touch with 
the projects and make the necegsary | audits. The TVA auditors ‘had never made 

a construction audit. By this time,. 1940, thé number of projects bad materi- 
“ally increased an@, since some of them had beéh operating for as much as four 
years, it was deemed necessary by REA that construction audits: should be made. 
It’ was not, however, until the spring of 1941: that we were able to get enough 
auditors into the-aréa to make the audits: we required. This work was all com- 
‘pleted. by approximately July . 1, and since that time our auditors, while fewer 
in mucber than originally contenneete have been contacting the projects. as 
rapidly as BpeaL pes: 


All of the Ber utilities in the Western part of Tanpepaed, with one ex- 
ception, were negotiated for and purchased in the fall of 1938 and were taken 
over in December 1938 and early in 1939--by. various interested cooperatives 

and municipalities (including the City of Memphis). This acquisition was fol- 
lowed in, August 1939 by the purchase of: all of the Tennessee Electric Power 
Company properties in the State of Tennessee for $78,000,000, and were taken 
over by TVA cooperatives and municipalities (including the Cities of Chatta- 
nooga and Naghville).on August 16, 1939. This purchase involved approximately 
four million dollars of REA Pl 


This purchase was probably one of the largest of its kind consummated in the 
United States. The TVA took over all of the generating plants, substations 
and. ‘all transmission lines operating at voltages higher than 13.2e-kv. Of the 
total. ‘purchase price of $78,000,000, TVA furnished approximately $44;000, 000. 
The Cities of Chattanooga and Nashville, ‘together with, the smaller inde pal - 
ties furnished approximately $31,000,000 of the purchase price, and the co- 
operatives furnished the balance, amounting to approximately $3,000,000. This 
purchase represented the final solution to TVA's problem of finding a market 
for its enormous power output and. opened the way for a clear demonstration of 
the application of the so-called "yard-stick" principle as applied to rates of 
the TVA, These negotiations were finally concluded after months of negotia- 
tion with the Power Company. Since the acquisition included on the part of 
the cooperatives, numérous small communities and by that is meant communities 
with consumers ranging up to 400 or 450 meters, the result was that the con-" 
sumer density per mile of line. showed and- still continues to show a ‘higher 
figure than is usually encountered on the. cooperative rural lines.. Generally 
speaking the consumption on the lines acquired was high per consumer, due to 
the activity of the: Power Company in building load. This then, due to the © 
-revenue obtained, opened the way for the Pubune sonst aia na lines in: the’ 
aréas with Lane consumer density... . 


Prior to ‘the soaetot ction, rapid surveys were made on each cooperative to de- 
termine the possibility of line extensions into areas where service was not 
available. It was found that the purchase of these properties would enable 
the cooperatives to construct new lines to:-serve hundreds of additional per- 
sons who were not receiving central station. service, and who otherwise would 
be precluded from receiving service. This was the legal justification for REA 
participation in the purchase. In addition to the new lines proposed to be 
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constructed immediatély as.a result” of the acquisition, it is anticipated that 
the increased revenues derived by our borrowers from the operation of the ac- 
quired properties will in time allow the cooperatives to provide complete area 
coverage in their areas. This, of course, would involve the construction of 
additional lines, which otherwise would not meet our minimum requirements. 


_ The Mississippi Powér ‘Company. properties in Northeastern Mississippi were ac- 
quired in January, 1940, and the Alabama Power Company properties in Northern 
Alabama were acquired in July, 1940. As would be expected, in all the above 
purchases we acquired properties that. had been constructed under various ~ 
specifications of the different companies. Too, we found lines operating at 
2.3, 4.0 and 6.6-kv; all of which were delta connected. Many of these needed 
to be converted, wD, See .. ‘ 


Dune to these various conditions, the construction of ‘new lines on existing . 
‘projects and the setting up, organizing and constructing of new distribution 
systems on new cooperatives, entailed a large amount of work. TI found it 
necessary to spend approximately one-half of my time‘in consultation with boards 
of directors and superintendents and: managers of the various projects. In 

1941, approximately one-third of my time was spent in the field. 


With the acguisition of ‘the properties noted above and two or three acquisi- 
tions since then, ‘the State of Tennessee is now entirely served by either muni- 
cipally. or cooperatively owned lines, with the exception of the Bastern part 
' of Tennessee,’ where a subsidiary of the Cities Service Company operates, and 
one .smal]l plant operating in western Tennessee. This latter plant would have 
been acquired by a cooperative, but the owners had an exaggerated idea as to 
ite value, and hence it was not purchased. — o 


In the fall of 1939 I obtained an engineer who worked éirectly under my super- 
. Vision and.who continually! traveled from one project to another in connection 


- with. various engineering matters,- line extensions, changes.in metering points 
and other gimilar matters,’ In June 1941, an additional engineer and admini- 
: strative man was obtained, making a.total force of: only three men to handle 
the arga ‘¢ ; 4 


It. might ‘be added that throughout all the work after I took charge, TVA gave 

us the maximum amount of cooperation. Had it not been for the cooperation of 
TVA, its Division Managers, and the Division Managers' personnel, it would 

have been impossible for one person to have carried on the work satisfactorily. 
The data furnished: later hereafter will give some idea as to the increase in 
revenue, mileage, ‘consumers,’ kilowatt-hour demand, and kilowatt-hour usage 
obtained in the’area since we took over direct charge. 


In connection with new line extensions in the area, several different plans 
have been followed, In its earlier work TVA would canvass an area and have 
the people sign up for definite equipment which they agreed to purchase and 
place on the line. After a comparatively short period, it was found that this 
did not work out satisfactorily and TVA established a different basis of pay-out 
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possibility-4it déing a requirement that 662 kilowatt hours per month per, mile 
of line must be Signed up for prior to any allotment being made. 


After a trial, this was not found to be satisfactory. In agreement with us, it 
was decided to establish a basis of $12.00 per month per mile of guaranteed 
revenue for a period of not less than three years. It was found that this pro- 
cedure worked out very satisfactorily, and was followed until May 1940. 


A conference was held in Knoxville between officials of both agencies to dis- 
cuss the problem of expediting construction of new lines, thus providing 
greater area coverage. In order to get the larger area coverage desired, it 
was agreed that we would finance construction of lines for a sign-up of $8.50 
per month per mile. 


The experience of existing cooperatives showed the consumer usage had been in- 
creasing materially from year to year. Meanwhile, REA had liberalized the 
amortization of its loans to borrowers, changing the repayment period from twen- 
ty to twenty-five years. This allowed a development period of approximately 
seven years in which the projects could build up their revenue from the $8.50 
sign-up to 4 point. where it would be sufficient to make the lines self-Liqui- 
dating. At the time this agreement was entered into with TVA it was realized 
that $8.50 per month per mile would not pay out on a project. As stated pre- 
viously, with the increase in usage and the consequent increase in consumer 
billing on other projects, it would be but a short time until the new lines 
would show sufficient revenue to meet all requirements. 


One requirement of the TVA power contract is that the purchaser of TVA energy 
must agree to sell it at the established TVA retail rate, which for residential 
consumption is as follows: 


os Raber 
/ of) Pirgtos o.oo 6 *50°KWH consumed per month @. 3¢ ©- per KWH 
ie depen be moss 1250 KWo ea ort Tyeaete Nags Bpwos Mos 
nw. po lesions - «200: KWH : ahs et adla O9@- 1d : yo 
Next 1,000 KWH U EME WOT BRON Fae” tog" 
Excess over 1,400 KWH . Dy oe B.7e! Pare" 


Minimum Monthly. Bill 
$0.75 per Meter. 

7 : .' Payment 

Above rates are. net; the gross rates being: ten percent (10%) higher. In the 
event that the current monthly bill is not paid within ten (10) days from date 
of bill, the gross.rates shall apply. ; bs 2 JO RWO LS 


‘In addition 4o the above residential rate, there is added an amortization charge, 
which charge is a minimum of 25¢ and a maximum of $1.00 per month, on the 


basis of 1¢ per kilowatt hour. Therefore, a consumer using. only 10 kilowatt 
hours would pay the minimum amortization charge of 25¢, while one using 100 


~ 50 ~-f - 
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kilowatt hours would pay $1.00. On the commercial and industrial rates, a sur- 


charge of 10% on ‘the’ amount of the bill is’ added to the monthly billing. 
The wholesale power rate is as follows: 
emma 3 ile tag dda WHOLESALE POWER RATE 
oe, ee ay hay Schedule A-} 
- Rate 
- Demand Charge: 
$0.90 per KW of demand per month 


Energy Charge: 


First 100,000 KWH consumed per month @ 4 « mills per KWH 
Next 200,000 KWH consumed per month | ae mills per KWH 
Next 700,000 KWH consumed per month @ eub. mills per KWH 
* Excess over 1,000,000 KWH consumed per month @e2 . mills per KWH 


Charge for energy in excess of 360 times the demand shall: be subject 
to a. reduction of 0.5 mills per KWH for the otherwise applicable rate. 


Determination of Demand 


Demand measurement shall be made by suitable instruments at: the point or points 
of delivery. Demand for any month shall be defined as the highest integrated 
Simultaneous load ‘during any sixty (60) minute period during the month for which 
determination is made. — avy f : mo 7 


Adjustment of Demand Charge for Power Factor 


Demand charge’ may: be adjusted if and when Authority deems necessary to correct 
for power factors lower than eighty-five per cent (85%). Such adjustment will 
be made in such ‘manner as to bring ‘the demand charge. to the equivalent of 
eighty-five per cent (85%) power factor. - | 


* . 


Minimum Monthly Bill 


$0.90 per KW of demand, but in no case shall the minimum bill be less than the 
charge for sixty per cent (60%) of the highest demand occurring during any 
month within the previous consecutive twelve (12) months' period, 


Allowance on Sales to Residential Consumers 
a aa the ME ale sl aac 


Authority will: adjuet bill go that Contractor shall be billed at 2 mills per 
KWH for at least so much energy as may be sold by Board under the residential 
resale schedule at 4 mills per KWH. j 


Discount 


Rates above are net. 


a 
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The present excellent financial condition of practically all of the projects 
in the area is due in large measure to the fact that we were careful in the 
‘preliminary stages to secure sufficient guaranteed revenue to place the lines 
in a sound position financially. This procedure was felt to be particularly 
necessary in the TVA area due to the low minimum in the TVA rate, In other 
areas where the minimums are three or four times those required in this area, 
lines could be constructed with a lower consumer density than in the TVA area. 
As stated previously, with tacit agreement of TVA, while we have required pros- 
pective members on many of the projects to sign contracts for a period of 
three years, guaranteeing certain monthly minimums in excess of the TVA mini- 
mum, this is done for two purposes; 


(1) to assure in the early operation of the lines, sufficient revenue in 
order that the project can meet its obligations, and 


(2) with the expectation that by the end of the three year period these 
members who have signed for specific monthly minimums will be using a 
sufficient amount of current so that their bills will equal or be in 
excess of their guaranteed minimum. 


However, we do have a few projects which are so-called "inherited" projects 
which were originally allotted on a basis of consumer density. These later 
were able to secure TVA energy, but the minimum already established which was 
higher than the TVA minimum was used. 


Otherwise the procedure of organizing a cooperative in this area is the same 
as that in any other part of the country, The Loan Agreements are practically 
the same. The only variation in the various contracts which are signed by the 
cooperatives is probably in the Power Contract with TVA, considered above. 


Short Form Contracts: 


One procedure which has been followed in the TVA area and which I do not be- 
lieve is being followed to any extent in other parts of the country, is the 
use of the so-called short form contract. Immediately after the acquisition 
of the Tennessee Electric Power Company properties, it was found that certain 
conversion work, rehabilitation and line changes were necessary, and that 

they must have immediate attention. After discussion with the Administrator, 
permission was given me to use this so-called short form contract, in order to 
save time required for advertising and time which would be consumed in putting 
through the regular form of construction contract. This now has developed in 
to practically a letter to the cooperative from different contractors giving 
unit prices covering the work required, together with a total price for the 
work involved. The project then accepts the low bid and signs two copies of 
the letter from the contractor, which is its acceptance of the eontractor's 
proposal. Work can then proceed immediately. 


It has been found that in doing this work that some units necessary were not 
included in the original contract and they have had to be added as supplemental 
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units. Practically all of the rehabilitation work which we have done has been 
on hot lines and, of necessity, the cost has run higher than if the lines could 
have been de-energized. All prices covering contracts of this kind have been 
checked with our Engineering Division to see that they were in line, and in all 
cases the completed work has been entirely satisfactory. The bulk of the poles 
acquired in the TEP purchase were old untreated chestnut poles, and at the time 
of the acquisition in 1939, I set up a four-year plan, during which period we 
would replace all of the existing chestnut poles. This has been a large under- 
taking with some of the projects where there were five to six thousand poles to 
be replaced. It is hoped within the next two years, that all these change-outs 
will be completed and the project systems placed in good condition. 

Billing: 

In the earlier years, each one of the projects did its own billing. Later, the 
Central Service billing association was set up, and each project who desired to 
have the association do its billing took out a membership in the association 
which cost them $1.00 for each five hundred members. The association started 
on a shoestring, bought the necessary equipment, and set up a schedule covering 
the billing which they would do for the project, and are now operating on a 
sound financial basis. At the present time, all ofthe cooperatives have this 
association do their billing. Present charges range from 4¢ per bill to 3.6¢, 
depending upon the number of users served by the cooperative. 


Ihave felt for same time that these rates for the larger projects were too 


‘high, and several discussions have been had with officials of the Central Ser- 


vice Association, covering this matter. It is believed that within a very short 
time the charges for the larger projects, and by them I mean, those with five 
thousand or more members, will be reduced to approximately 3¢ per bill. 


In addition, the billing association prepares a statistical report for the proj- 
ects for which a very small additional charge is made. The results so far have 

proved rather definitely that this procedure is more economical for the projects 
than for them. to do their own billing. In addition,’ there: are other results ob- 
tained which could not be secured were the projects doing their own work. 


Formerly, meters were read throughout the entire area by the servicemen, but on 
account of rationing of tires and gasoline practically all projects are now 
utilizing post card meter reading. The meters in the larger towns which are 
Served are still read by meter readers, as it is possible for them to walk over 
the relatively short routes inside of towns. The results being obtained from 
post card meter reading are excellent. This is a result of the full cooperation 
of the members in this program of Saving tires, gasoline, and wear and tear on 
transportation equipment, and this constitutes a real contribution to the con- 
Servation of critical war materials. 


Line Construction: 
Se AI UDG GLO 


As stated previously, in the earlier Stages of our contact with TVA, the Author- 
ity carried out all distribution line construction. No contracts were made for 
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such construction by TVA but the lines were to be built at so-called cost to 
TVA. We found, however, that the line costs were running higher with TVA than 
with private contractors, and, beginning the latter part of 1940, we started 
construction with private contractors on the same basis as in any other part of 
the country, and we have found that our costs were lower than TVA's. There is 
undoubtedly good reason for the higher costs with TVA. We found that their 
engineering costs were very materially higher than when a project engineer was 
employed! Due to TVA's higher wage scale for workmen in that item alone, they 
would have a difference of perhaps $50.00 per mile higher than the ordinary 
contractor. 


It is difficult to make any comparison of costs on different projects due to 
different topographical conditions, different consumer density and the varia- 
tion in amount of three-phase line which might be required. In all the TVA 
construction work only two sizes of conductor were used on the distribution 
lines, namely, No. 2 and No. 4 A.C.S.R. In this area, with its low retail 
rates, it is further believed that it is good practice to generally use a large- 
er size conductor than in areas where retail rates were higher. It will be 
noted in figures to follow that the usage on TVA projects is materially higher 
than in other parts of the country. With the low TVA retail rate, and the ex- 
pectation, borne out by past experience, that the load on the lines will build 
up to a greater extent than in other areas, the use of heavier conductor is 
justified. 


With the experience we have had in the area in line construction, it is felt 
that we have made engineering mistakes in some cases in that single-phase 

lines have been extended entirely too far from the source of supply. This has 
now come up on several of the projects where it has been necessary to add 
several boosters, and, even with this help, at the ends of some of these long 
single-phase lines, we are still not able to maintain satisfactory regulation. 
In my opinion the use of boosters on newly constructed lines is an admission of 
faulty design in the line. 


STATISTICAL DATA 
The following statistics are given for the operating cooperatives in the TVA 
area. These figures are for jointly financed cooperatives and wholly REA- 


financed cooperatives, and for the fiscal year ending June 30, 1942. 


REA investment - that is the balance of advances now 


“PON GOMOORIN ed Lae ed gerd NS 2G hese seeenGeek, Mee ee . $19,250, 882 
“yom TVAy inveatmentabiaus . ><a: ee Ra a tthe te ate ey) ene 
Total investment of both agencies..... sis cept Sinn TIE NE ASC 03 


The REA figures do not include allotments which have been made to projects under 
construction and not operating. 
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TVA has made loans to fourteen 


BMS 16 


of the projects in the area. Of the TVA invest- 


ment, the amount loaned to four ‘of the projects constitutes more than one-half 
of their total investments varying from $18,000 as a minimum, to $522,000 as a 


maximum on various projects. 


e. 


The number of projects in operation in the various states is as follows: 


Alabama 8 
Georgia & 
Kentucky 4 


Mississippi 9 
Tennssseey ie nie 


Total 50 
Miles of line in operation........... iss ie, viene ace ne egg es 18,092 
Members and consumers receiving service: Sis sib cc raheeeCeas axe een eis 111,400 
Grossyeléctric revenue. ..........:.; EE tue eatelor excel op ueeee ee eee $ 4,115,928 
ONES AMOUNT Zui Ol OC LLEGUsGne. tsa tls < cete acicue ¢ eerie pot ME cos int ee)! 
Decal HevOnUe... vo. ee lee, «SOLE eee et sie: «eae reeds eam Sab tb catisl Gils Gas. 
Total operating Reneneost SR pad Ae h, er megpeee PON ELM P ea MISS 
eM CON etsy Ste See ie ea ett, ee ee cata et Ae Machete $ 1,264,635 
Kilowatt Hours Purchased....eecso Be ah ye ae Sie eo fe 2G Os, Od 
Biel Corey c U HOUIG: 6 VG jb acheeye ct ite ict ay, oie’ siduaSbongeists,d' x caval auapA uaa Oe aCe 
Cost of Power. . ede) Pi Pe: TP LE OSTEND $1,509, 743 


: aaveotinent per Consumer..... i eile se RR gta pisioiske oWRRelee Popa RO 
Consumers per Mile of Line...... SSE ROME Ree nr geen ay ae Gal 
Total ‘Electric Revenue per Mile of Line per Month. ae Ae 22nd0 
Total Electric Revenue per Consumer per Months... stais.er etme $ bs eo 
Percentage of Power Cost to Total Operating Expense...... 42.50 
Kilowatt hours Sold per Mile per Month. Re i © 1090 . 
Kilowatt hours Sold per Consumer per Month By teats "ish nila aafat: 
Average Sale Price of. Energy per Kilowatt hour. = specesheaes eas 


This’ figure ° is low, .of c 
large industrial plant 


(These figures do not. dive tetas T 
Public, Tennessee 45 LaFollette 
their urban operations. Kentuc 
Graves are not included, .as -the 
days before the close of the fi 


ourse, due toa number of 
s in the area. 


ennesseé 30 Knoxville Public, Te iee se 43 Newport 
Public, as no data is available Separate from 

ky 26 Todd, Kentucky 35-Warren, and Kentucky 50 

y began pu SKaEaOnS as TVA “projects only twenty 
scal year, ) 


<5 Ou= iS 


6, 


¢ 


Gee 


As a matter of information, usage per month of consumers on a few of the projects 
is as follows: (Consumers shown are averages for the year) 
AverageUsePerMont h 


Total R 6 6 AoOne wt. 
Project. _ Consumers 4% Rural Farm Other Total Commercial 
Tenn. 19 Rutherford 5653 Bh 131 12h 130 195 
Gs. 7 Catoosa 5936 99 74 156 80 116 
Miss. 5@ Chickasaw 2195 47 48 93 G1 n>, abe 
Tenn, 21 Franklin 7597 64 103 137 117 oe, 
Tenn, 26 Loudon 2004 85 60 Wh 72 189 
Ky. 38 Fulton 707 100 103 78 98 124 
Ala. 21 Cherokee 3339 86 37 119 47 110 


Cash revenues and investments in the hands of the individual projects, after all 


interest and debt service due has been paid, varies up to $112,000: 


Cash Investment 
One project reporting $75, 000 $37, 000 
Another 9,000, See Se 
Another DIFOOO, ur) ae 
Another 000) ON aes 
Another 31, 000 10,000 


As of October 31, 1942, projects in the TVA area have made prepayments on the 
principal of their long term debt to REA of $668,605, These prepayments have 
been made by twenty-seven projects and vary in amount from $3,000 to $87,000. 


It is of interest to note that as of October 31, 1942, the number of consumers 
for the projects ehown had increased from the figures of the previous year as 
shown below. These increases have been made by the installation of services and 
short secondary extensions during a period when major extensions were prohibited 
by war conditions. 


1941 19k2 Increase 


Tenn. 20 Gibson 6318 6746 28 
Tenn. 21 Franklin 7242 T3597 355 
Tenn. 35 Marion 3541 LOLG 508 
Miss. 50 Chickasaw 2130 2195 65 
Tenn. 16 Madison 3479 3589 110 
Ga. 7 Catoosa 5547 5936 389 
Tenn. 1 Meigs 4822 5536 youn 
Tenn. 19 Rutherford 5eh4 5653 409 
Tenn. 38 Jefferson 2431 2858 4O7 


The "Second Annual Survey of Industries Supplied--with Electric Energy by REA 
Lines", dated January 1, 1941, showed a total for the United States, for its es- 
tablishments that require transformers of 5 kva capacity or more, of 106, 427 kva. 
Of this, 47,476 kwa was in the TVA area. ; 


If you are interested in a more complete explanation of our activities in the 

TVA area, it is suggested that you read a statement prepared by me for use by 
the Joint Committee on the Investigation of the Tennessee Valley Authority, which 
you will find in Appendix A of the Reports and Exhibits of this Joint Committee 
made pursuant to Public Resolution No. 83, 75th Congress. This report can be 


secured in our Library. 
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